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The aim of this paper is to provide a comprehensive literature review on the temporal 
relationship between tourism and economic growth. Specifically, the role of a such 
economic activity, as a promoter of short and long run economic growth, is investigated by 
assessing the so-called Tourism Led Growth Hypothesis (TLGH). To this aim, various 
methodological approaches have been used, such as VAR, VECM, ARDL, ARCH, 
GARCH, cross section and panel data. The cointegrating relationship of the economic 
variables allows one to test the short and long run Granger no-causality. Overall, the 
empirical findings, emerging from the existing literature, provide evidence that indeed 
tourism activity drives economic development in all the countries analysed. This outcome 
further supports the well-established contribution that international tourism has to the 
economic development.  
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In this paper, the relationship between tourism activity and economic growth 
is explored throughout a comprehensive literature review of the econometric 
empirical studies. International tourism is regarded as a non-standard type of 
export, since it implies a source of receipts and consumption in situ. Given the 
difficulties in measuring tourism activity, economic literature tends focusing 
on primary and manufactured product exports, hence much neglecting this 
economic sector. Nevertheless, many governments are paying a greater 
attention to support and promote tourism as a potential source of economic 
growth. The positive benefits produced by tourism are well-documented in the 
economics literature (Balaguer and Cantavella-Jordà, 2002; Durbarry, 2004; 
Nowak et al., 2007; Brida et al., 2008; Katircioglu, 2009a; Kadir and Jusoff, 
2010). 
 The aim of this paper is to provide evidence of the so-called tourism-led-
growth hypothesis (TLGH) for a wide range of developed and developing 
countries. The TLGH was directly derived from the export-led growth 
hypothesis (ELGH) that postulates that economic growth can be generated 
not only by increasing the amount of labour and capital within the economy, 
but also by expanding exports. The “new growth theory”, developed by 
Balassa (1978), suggests that exports have a relevant contribution to economic 
growth through two main channels: by improving efficiency in the allocation 
of the factors of production and by expanding their volume. The increase in 
efficiency is obtained by several sources: expanding external and internal 
competition, developing positive externalities for other sectors by promoting 
the diffusion of technical knowledge and skills, facilitating the exploitation of 
economies of scale and scope in the export sector (Krueger, 1980; Grossman 
and Helpman, 1991). Exports also enhance economic growth by increasing the 
level of investment. This linkage is due to several causes such as: the relief of 
the foreign exchange constraint that leads to the expansion of imports of 
capital and intermediate goods (McKinnon, 1964); voluntary domestic savings 
as well as investment opportunities due to government savings, banking 
system and external capital (Ghirmay et al., 2001). 
Analogously to the ELGH, the TLGH analyzes the possible temporal 
relationship between tourism and economic growth, both in the short and 
long run. The question is whether tourism activity leads to economic growth 
or, alternatively, economic expansion drives tourism growth, or indeed a bi-
directional relationship exists between the two variables. Empirically, this 
hypothesis has commonly been tested via the so-called Granger no-causality 
test (Granger, 1988). 
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In addition to the papers reviewed in the present study, there are 
numerous empirical studies that estimate correlations between tourism and 
economic growth. A large tourism/income elasticity is commonly interpreted 
as tourism causing economic growth, without any further reference to the 
Granger causality issue. For this reason, this strand of the literature has not 
been taken into account.  
The paper is structured as follows. In the following section, the main 
causes and effects of tourism development are highlighted. In the third 
section, the economic model is presented. In the fourth section, an accurate 
description of the methodologies employed and relevant empirical findings is 
provided. In the last section, concluding remarks are reported. 
 
Push and pull forces of tourism activity  
Schubert et al. (2010) emphasise that the top 10 nations ranked according to 
the contribution of tourism activity to GDP are all small islands.  Brau et al. 
(2007) show that small economies are fast growing only when they are highly 
specialised in tourism activity. Examples of this kind are the Bahamas, the 
Virgin Islands, the Cayman Islands and St Lucia for which the share of 
tourism of GDP is more than 60% (Vanegas and Croes, 2003). The causes of 
tourism development may be found in several areas. As Brau et al. (2007) 
emphasise, one of the main levers of tourism development is the existence of 
natural resources. Allocentric tourists (Sinclair and Stabler, 1997) are more 
likely to be attracted by the environment and cultural heritage of a given 
destination. Services and infrastructures are then activated to satisfy this new 
tourism inflow. Hence, one of the factors that drives tourism development is 
given by the management of an organized tourism supply (Getz et al., 1998; 
Bornhost et al., 2010). Accessibility and transport facilities, such as low-cost 
carriers also play an important role (e.g. Williams and Baláž, 2008). The 
outstanding technological evolution experienced in the last decade has greatly 
improved local knowledge, labour market conditions, increasing business 
competitiveness and more mobile markets. However, a well coordinated 
community relationship, management, marketing and advertising policy is still 
a key strategy to reach a successful performance (Croes, 2006; Bornhost et al., 
2010). International tourism demand is also driven by demographic factors 
such as the growth of the world population especially of old people who have 
more spare time for leisure. In addition, population and workforce migration 
can be regarded as a further source of tourism growth (Baum, 2007). Amongst 
other social causes, families that, on the one hand, experience a decreasing 
number of components and, on the other hand, are characterized by a higher 
level of income and a greater flexibility in choosing the timing of their paid 
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holidays, are more likely to take several “short-breaks” thanks to last-minute 
offers and the introduction of low-cost flights. Tourism experience, amongst 
other cultural determinants, may depend on the level of customers´ education 
(Ritchie, 2003; Funk and Bruun, 2007). Business tourism has remarkably 
grown in the last two decades and in 2005 was worth over 20 billion pounds in 
terms of its wider economic impact (Business Tourism Partnership, 2005). 
Business tourists in fact are more likely to spend more than holiday tourists. 
Finally, as economic causes, one can mention the rapid expansion of national 
GDP, even for developing countries, such as China and India, that encourage 
even further international tourism. The improvement in the process of 
globalization tends to enhance trade amongst countries, hence facilitating 
exports (Wahab and Cooper, 2001). In a global economy, there is an increasing 
international ownership and franchising of many hotel and restaurant chains 
that have become big players across the word. However, often these 
international organization have little or no commitments to the host 
destination, hence undermining potential multiplier effects within the local 
economy.  
International tourism is recognized as having a positive effect on the 
increase of long-run economic growth through very different channels. First, 
tourism is a significant foreign exchange earner contributing to capital goods 
that can be used in the production process (McKinnon, 1964). The objective 
of many countries is to increase foreign exchange earnings used to pay for 
imports and maintain the level of international reserves. As a matter of fact, 
the contribution of tourism to the balance of payment, calculated as a 
percentage of total exports, is particularly high, for small islands. In 2005, for 
example, the Bahamas, Macau, Vanuatu and Samoa presented values well 
above 60% (Nationmaster, 2010). Besides, the most visited destinations (i.e. 
France, the United States, China and Italy) reached values below 10%, with the 
only exception of Spain (18.4%; notably, Spain ranks third as inbound 
destination, UNWTO, 2010). Second, tourism plays an important role in 
stimulating investments in new infrastructure, human capital and competition. 
The tourism sector is based on four main production factors: human and 
physical capital, technology and environmental resources. Human capital is 
one of the main pillars of tourism and hence this economic activity can be 
regarded as an opportunity to create new jobs. As WEF (2007) reports, in 
2006 alone the Travel & Tourism sector generated 8.2% of total word 
employment, hence providing 234 million jobs. According to UNWTO (2009), 
tourism is responsible for 300 million direct and indirect jobs and represents 
13% of the world’s GDP. Hence, for many developed and developing 
countries tourism has become an important part of the local economy. Human 
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capital comprises skills, education and professional training that are all 
elements that can enhance efficiency and competition (Blake et al., 2006). 
Physical capital, that comprises a wide range of private and public 
infrastructure, such as airports, harbours, roads, hotels and restaurants, is 
another main productivity and commerce driver (Sakai, 2009). Though the 
expansion of new infrastructure is a crucial requirement to achieve a 
competitive tourism system, many tourism destinations face the challenge to 
find the right equilibrium between supply expansion and a sustainable path of 
growth (Vanegas and Croes, 2003; Capó et al., 2005). Technology is a further 
important factor for productivity and efficiency growth. This is even more true 
in a global economy where information and communication technology gives 
rise to many challenges and yet many opportunities for tourism destinations. 
Given such a dynamic economic environment, tourism businesses may 
become more competitive through cooperation (Feng and Morrison, 2007; 
Lemmetyinen and Go, 2009). 
Third, tourism stimulates other economic industries by direct, indirect and 
induced effects. An increase in tourism expenditure will lead to additional 
activity in related industries, and the overall variation connected with it will be 
greater than the initial injection in spending. Nevertheless, such benefits to the 
economy are rather difficult to measure given the heterogeneous nature of this 
economic activity. Since the Nineties, a significant improvement in this 
direction has been done by the implementation of the Tourism Satellite 
Account that includes a predefined set of definitions that allow countries to 
understand and evaluate tourism within their overall economy in a 
homogenous manner (Spurr, 2009). In the literature, several techniques have 
been adopted to quantify these effects. A more comprehensive method, that 
also embeds the Input-Output technique, is the computable general 
equilibrium (CGE) that allows one to investigate the interrelationships 
between tourism and other sectors in the domestic and foreign economies 
(Dwyer et al., 2004; Blake et al., 2009). 
Fourth, tourism contributes to generate employment and hence to 
increase income. As stated, tourism is a key source of employment that 
activates income for residents through multiplier effects. International tourism 
expenditure finances local businesses. Part of this income is allocated for 
repaying the production factors (i.e. wages, rents, interest payments) and part 
becomes profit. This extra income then activates new consumption that 
produces further economic benefits and income amongst local economic 
agents. Nevertheless, the contribution of the hospitality sector to the local 
economy may be not homogenous. Andriotis (2002), for example, shows that 
if on the one hand, large scale firms may increase public sector revenue, 
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through a higher level of taxation, on the other hand, they tend to trade less 
with local suppliers. Hence, the author concludes that to enhance local 
multiplier effects, tourism activity needs to activate a higher participation of 
local investors, create more employment opportunities for locals and incentive 
economic linkages with local retailers and wholesalers. 
Fifth, tourism causes positive economies to scale and scope (Andriotis, 
2002; Croes, 2006). The former helps businesses to reduce their average cost 
per unit of production as their size, or scale, increases. The latter helps 
businesses to decrease their average total cost as a result of increasing the 
number of different goods produced. As international tourism demand 
increases, hotel firms tend to expand their size and to provide diversified 
facilities (Weng and Wang, 2004).  
 
The theoretical and the empirical model  
A rigorous study of the relationship between tourism and economic growth 
needs to be underpinned to solid economic theory foundations. From a 
theoretical perspective two main approaches may be implemented. First, a 
demand side model including tourism receipts, real tourism price and real 
GDP which analyses shocks on tourism demand function (Narayan, 2004; 
Brida and Risso, 2010). Second, a production function model generally based 
on the neoclassical growth theory originated by Solow, and expanded by 
Balassa (1978) and Balaguer and Cantavella-Jordà (2002), that includes the 
standard production inputs, that is human and physical capital, as well as 
tourism as a non-standard type of export.  
 Following the mainstream literature, the generic function under 
investigation is as follows:  
Y =  f (K, H, T)         (1) 
where Y is the aggregated output, a function of the standard production 
factors, namely physical capital (K) and human capital (H), and tourism (T). 
The model hypotheses that markets are perfectly competitive and the 
remuneration of each production factor is given by its marginal productivity 
(e.g. Capò et al., 2007a). From an empirical perspective, the application of the 
Cobb-Douglas function, characterised by constant returns to scale, has the 
advantage to be a straightforward theoretical framework for empirical 
applications. 
 Expressing function (1) in a linear logarithmic specification, the multivariate 
relationship amongst the variables is given by the following expression: 
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where [A1],… and [Ak] are the p×p (or 4*4) matrices of parameters to be 
estimated; k is the number of lags considered in the vector autoregressive 
(VAR) model; εt is the 1×4 vector of the disturbance terms that are assumed to 
be uncorrelated with their own lagged values and uncorrelated with all of the 
right hand side variables. 
 Given the statistical properties of the economic variables under 
investigation, it is possible to implement the VAR specification into a vector 
error correction mechanism (VECM) that allows for taking explicitly into 
account the short and the long run dynamics (Engle and Granger, 1987):   
     (3) 
where: Yt = (LYt, …. ,LTt) is a vector of all the endogenous variables 
defined above, expressed in their first difference (D), as the variables are 
I(1); Π is the long run component of the model, that contains the 
cointegrating relations β and the loading coefficients α; Γ  is the matrix of 
the short run parameters; DV includes deterministic variables such as a 
constant, linear trend and further dummy variables; εt is the Gaussian 
vector of the disturbance terms. A VECM model is considered as an a-
theoretic simultaneous system that includes all the analysed variables 
endogenously. 
 However, it is possible to test for exogeneity by employing the Granger 
causality test. In the econometric literature, Granger no-causality refers to 
“strong exogeneity” (Engle et al., 1987). Given a simplified bivariate 
system, composed by yt and xt, no feedback exists between these two 
economic variables. This hypothesis implies that the information set on yt 
does not contain information about xt. However, if the null hypothesis 
fails to be accepted, then it may be possible that, for example, yt drives xt, 
alternatively that xt leads to yt when the latter is treated as the dependent 
variable. Additionally, it is also likely that a bi-directional Granger 
causality exists between the two variables. In this case, each variable 
contains information about the other (see also Ahmad, 2001).  
 To test the null hypothesis of Granger no-causality, a set of 
restrictions on the short run and long run parameters are require on the 
VECM expression (3). The t-statistics on the coefficient of error 
correction term indicates the existence of long run Granger causality, 
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whereas, the significance of a joint Chi2-statistics on the lags of each 
explanatory variable indicates the presence of a short run Granger 
causality. If there is a strong Granger causality, then the joint Chi2-
statistics on both the short and long run coefficients should lead to a 
rejection of the null hypothesis.  
 
Literature review 
Over the past decades, there has been an increasing number of studies on the 
impact of tourism activity on GDP and the role that tourism has on economic 
growth in both developed and developing countries.  
 As a first case study, the temporal relationship between international trade 
and tourism was explored by Shan and Wilson (2001) for China. However, the 
TLGH was first tested by Balaguer and Cantavella-Jordà (2002) for Spain. The 
current literature review provides a comprehensive account of the 
methodologies employed and empirical findings derived from such a strand of 
economic research. To this aim, the UNWTO (2010) region classification is 
adopted: Africa and the Middle East, the Americans, Asia and Pacific and 
Europe (Tables 1-4). Table 5 provides a miscellaneous set of destinations.  
 A review of 38 research papers for the period 2002-2010 is undertaken. A 
full account of the authors, publishing date, journal, time span, frequency, 
destinations, econometric methodology, variables employed, main findings 
(divided into short and long Granger no-causality test) is provided. 
 From Tables 1-5, the following general features are found. Annual data are 
the prevalent employed frequency. The great majority of the papers make use 
of annual data. Only 14 studies use quarterly data and only one a monthly 
frequency (Lean and Tang, 2009). The most popular destinations analysed are 
Turkey, Spain and Italy. Among Asian and Pacific destinations Taiwan and 
South Korea are the most analysed countries.  
 
Methodology 
 In terms of econometric methodology, the literature review shows an 
increasing sophistication due to the advance in the available statistical 
techniques. The great majority of the studies proposes a VECM. An important 
statistical requirement to run a Granger causality test is that the economic 
variables under analysis are characterised by a stationary stochastic process. 
When the unit root test (e.g. augmented Dickey-Fuller (ADF), Phillips-Perron 
(PP)) suggests the variable is non-stationary, then this needs to be differenced 
d times to achieve stationary. Though, in the short run, I(d) variables may 
diverge from each other, it is likely that in the long run they are characterised 
by a common equilibrium and hence are cointegrated (Engle and Granger, 
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1987). Specifically, a cointegration test is run to test the null-hypothesis of no-
cointegration. From the literature review, most of the authors employ the 
Johansen reduced rank cointegration analysis, that can be regarded as a more 
robust and efficient procedure within a multivariate framework. Additionally, 
Oh (2005) uses the Engle and Granger approach in a bivariate framework and 
Tang et al. (2007) the HEGY procedure for quarterly time-series. Jackman and 
Lorde (2010) employ the Saikkonen and Stock & Watson dynamic ordinary 
least squares (DOLS). Once a cointegrating relationship is assessed, the next 
step of the analysis is to run a VECM, to investigate short and long run 
dynamics as well as to test the Granger causality.  
 An additional time-series approach is the autoregressive distributed lags 
model (ARDL) employed by Narayan (2004) for Fiji, Katircioglu (2009a,b,c) 
for Cyprus, Malta and Turkey, respectively. Such a methodology was 
developed by Pesaran et al. (2001) and overcomes the problems of bias and 
inefficiency caused by the use of relatively small sample set. 
 A further application of univariate time series is the exponential generalised 
autoregressive conditional heteroskedastic model in mean (E-GARCH-M) 
with uncertainty proposed by Chen and Chiou-Wei (2009) for Taiwan and 
South Korea. A multivariate ARCH where a bootstrap Granger causality is 
also carried out by Gunduz and Hatemi-J (2005). 
 Regarding the panel data, several approaches have been used, such as 
Bruno least squares dummy variables (LSDV), generalised methods of 
moments (GMM) and heterogeneous panel. To test the null hypothesis of no-
cointegration the Pedroni approach is mostly proposed.  
Notwithstanding, other causality tests are also available, such as Sims 
causality (Sims, 1972), the linear feedback measure (Geweke et al., 1983; 
Geweke, 1984) and the graph theoretical approach (Demiralp et al., 2003), the 
most adopted one is the Granger test. Two papers employ the Toda and 
Yamamoto approach that generalises the Granger procedure (Lean and Tang, 
2009; Brida et al., 2010). Furthermore, a “Zapata and Rambaldi” approach is 
proposed by Tang et al. (2007).  
 
How to measure tourism demand? 
In the literature, tourism demand has been measured by several economic 
indicators. The most accepted measure is the number of arrivals widely used in 
the empirical studies (e.g. Sheldon, 1993; Lim and McAleer, 2000; Shareef and 
McAleer, 2007; Lin et al., 2010). Some studies make use of tourism 
expenditure and tourism receipts (e.g. Tremblay, 1989; Sheldon, 1993; 
Syriopoulos, 1995; Li et al., 2006; Song et al., 2010). A much less used 
indicator is tourism length of stay (e.g. Alegre and Pou, 2006; Gokovali et al., 
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2007; Barros et al., 2010) that is highly correlated with tourism expenditure 
(Downward and Lumsdon, 2003), though the relationship may be non-linear 
(Thrane and Farstad, 2010). 
 From the present literature review, the great majority of the papers make 
use of either tourism receipts, tourism expenditure or tourism earnings. In a 
few cases, such variables are defined as a percentage either of exports or GDP. 
Other variables are tourism arrivals (14), tourism revenues (Tang and Jan, 
2009) and tourism exports (Narayan et al., 2010). Despite the heterogeneous 
definitions all the empirical results are congruent.  
 
Explanatory variables 
To test the TLGH, the standard production function framework is employed 
(e.g. Balassa, 1974; Feder, 1983; Park and Prime, 1997; Ghirmay et al., 2001). 
Following the ELGH, tourism is included, as a non-standard type of export, 
together with GDP. In a multivariate framework, physical and human capital 
are also added as further endogenous variables.  
The main hypotheses to be tested in this strand of the literature are the 
following: does tourism affect economic growth? Are tourism and economic 
growth temporally related? That is, does tourism activity lead to economic 
growth or does economic growth lead to tourism activity, or does a bi-
directional temporal causality exist? To answer these questions, authors have 
used either a bivariate or a multivariate framework, where the most recurrent 
variable is the real GDP. In the bivariate studies, the real exchange rate is often 
included as a proxy to take into account the degree of openness of a given 
destination country. 
Other authors propose a multivariate analysis where various economic 
indicators are employed, such as: household expenditure, prices and minimum 
deposit rate (Jackman and Lorde, 2010); number of people below the poverty 
line (in the case of Nicaragua, Croes and Vanegas, 2008); imports of industrial 
goods and machinery (Nowak et al., 2007); inward foreign direct investments 
(Tang et al., 2007); transport and communication, hotel and restaurants, 
advertising and promotion expenditure (Louca, 2006); exports and imports 
(Khan et al., 2005). 
 As shown by Lütkepohl (1982) the inclusion of additional variables into the 
system allows for a more accurate estimation and testing.  
 
Granger no-causality: short run  
In the short run, the Granger no-causality test is applied in fourteen papers. 
Specifically, the TLGH is confirmed for the following countries with a 
unidirectional Granger causality running from tourism growth to economic 
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growth: South Africa (Akinboade and Braimoh, 2010), Taiwan (Chen and 
Chiou-Wei, 2009), South Korea (Oh, 2005), Spain (Cortés and Pulina, 2010; 
Nowak et al., 2007), the European and Latin American countries (Po and 
Huang, 2008). Besides, a bi-directional Granger causality is also found for 
South Korea (Chen and Chiou-Wei, 2009), Turkey (Demiroz and Ongan, 
2005), Greece (Dritsakis, 2004) and Latin American countries (Lee and Chang, 
2008). Finally, a unidirectional temporal relationship running from economic 
growth to tourism growth is detected for Fiji, Tonga, Solomon Islands and 
Papua New Guinea (Naryan et al., 2010) and African countries (Lee and 
Chang, 2008).  
 As further outcome, within a micro study for USA entrepreneurs, Tang and 
Jan (2009) find that GDP growth drives air, casino, hotel and restaurant sales 
revenues. For Cyprus, Louca (2006) assesses an unidirectional Granger 
causality running from transport expenditure and hotel expenditure to tourism 
industry income and tourism arrivals, respectively.  
 Finally, in the case of Barbados, Jackman and Lorde (2010) do not find any 
confirmation of a temporal relationship between tourism and households 
expenditure growth.  
 
Granger no-causality: long run  
In all the studies a cointegration relationships is found amongst the economic 
variables under investigation. The only exceptions are for Barbados where a 
DOLS is carried out (Jackman and Lorde, 2010) and for Turkey (Katircioglu, 
2009c), where an ARDL model is run.  
 The TLGH is validated for all the following countries: Tunisia (Belloumi, 
2010), South Africa (Akimboade, 2010), Antigua and Bermuda (Schubert et al., 
2010), Chile (Brida and Risso, 2009), Colombia (Brida et al., 2009), Uruguay 
(Brida et al., 2008a), Mexico (Brida et al., 2008b), Nicaragua (Croes and 
Vanegas, 2008), Fiji, Tonga, Salomon Islands and Papua Guinea (Narayan et 
al., 2010), Trentino Alto Adige and South Tyrol, Italy, (Brida et al., 2010; Brida 
and Risso, 2010), Italy (Cortés and Pulina, 2010), Turkey (Gunduz and 
Hatemi-J, 2005), Greece (Dritsakis, 2004), Spain (Balaguer and Cantavella-
Jordà, 2002), OECD, Asia and Africa (Lee and Chang, 2008).  
 A bi-directional Granger causality is assessed for the following countries: 
Malaysia (Lean and Tang, 2009), Taiwan (Kim et al., 2006), Spain (Cortés and 
Pulina, 2010; Nowak et al., 2007), Malta (Katircioglu, 2009b), Turkey 
(Demiroz and Ongan, 2005), Latin American countries (Lee and Chang, 2008).  
 A unidirectional temporal relationship running from economic 
development to tourism activity is detected for the following countries: Fiji 
(Narayan, 2004) and Cyprus (Katircioglu, 2009a). 
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 As further long run outcomes, Durbarry (2004) assesses a bi-directional 
Granger causality between exports and GDP for Mauritius; Khan et al. (2005) 
and Nowak et al. (2007) find a bi-directional causality between tourism and 
imports for Singapore and Spain, respectively. Croes and Vanegas (2008) find 
that tourism development leads to a decrease in poverty in Nicaragua. Tang et 
al., (2007) assess that inward foreign direct investments drive tourism activity 
in China, whereas Katircioglu (2009a) finds a unidirectional causality running 
from trade volume to tourism.  
 
Conclusions  
This paper has provided a comprehensive literature review on the contribution 
of tourism to economic growth. The empirical studies show that there are 
several forces that both drive and stem from this economic activity.  
 Specifically, this paper has assessed the validity of the TLGH, directly 
derived from ELGH. On the one hand, Ahmad (2001) has found that the 
ELGH is rather weak in most of the countries. On the other hand, the present 
study, with only very few exceptions, confirms the TLGH in both developing 
and developed countries. This finding is consistent with the fact that 
economic agents will benefit by promoting tourism activity as one of the lever 
mechanisms of economic growth.   
 As pointed out, there are several mechanisms that enhance tourism 
development and at the same time tourism activity is expected to be an 
important drive of economic growth. However, a long run bi-directional 
Granger causality between tourism and GDP has only been found for 
Malaysia, Malta, Taiwan, Turkey, Spain and, via a panel data analysis, Latin 
American countries. This outcome can be regarded as a very important 
example for those countries that want to achieve growth through the stimulus 
of tourism. If on the one hand, tourism is driven by many exogenous factors 
such as economic cycle and tourists´ preferences, on the other hand national 
government can play a key role in enhancing opening to foreign investments 
and international tourism.  
 Besides, a unidirectional Granger causality running from economic 
development to tourism has been found in the case of Cyprus (Katircioglu, 
2009a), where an ARDL specification is employed. This finding suggests the 
need to employ alternative econometric tools that help assessing further the 
TLG hypothesis. 
Notwithstanding the positive benefits deriving from tourism activity, 
further questions also arise. Can tourism-led growth always be thought as 
sustainable? Recently, a new strand of literature has in fact emphasized the 
negative externalities that tourism activity can produce on social equilibrium 
 13 
and natural resources undermining the long run sustainability (e.g. Capò et al., 
2007b). Much more research is yet required on these issues. 
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